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The Incredible Shrinking Tax Cut 
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J WO TAX CUT debates are now underway 
in Congress, a showy one in the House and 
a serious one in the Senate. The direction 
is clear, but the stopping point is not. 

The House dispute is over a symbol. Some 102 
of the 230 Republicans have signed a letter of 
discomfort, asking their leaders to scale back a 
$500-a-child tax credit so that it would apply only 
to households with incomes of less than $95,000 
instead of $200,000 as currently proposed. They 
propose the amendment as a defense against the 
Democratic charge that they’re out to drain the 
Treasury to benefit the rich. 

Other Republicans oppose the income limita- 
tion, and House Republican leaders are now in 
the awkward position of having to gin up support 
for a provision they thought would be a loss 
leader. All I can say is that I was there when 
people told President Bush it was okay to raise 
taxes,” Speaker Newt Gingrich responded yes- 
terday, and “it destroyed his presidency.” 

In fact the proposed amendment would be only 
a Band-Aid. The signers are making a larger 
political concession than a substantive one. The 
bill when fully effective would still reduce reve- 


nues $100 billion a year. The great bulk of the 
benefit would continue to go to the better-off. 
Several of the proposals— a capital gains tax cut, 
a new stream of tax-exempt investment income 
that would come from an expansion of IRAs, or 
individual retirement accounts, and a sharp cut in 
the corporate income tax through liberalization of 
depreciation allowances — are offered in the 
name of increasing savings and investment. But 
by leaving the deficit larger than otherwise, then- 
real effect would be tq reduce the national 
savings rate. 

Even some of the sponsors understand this. 
The Senate will fix it, they say — and they may be 
right. Some senior Republican as well as Demo- 
cratic senators have begun to argue that there 
shouldn’t be a tax cut — none — until the deficit is 
reduced. We think they’re right. The people 
making the argument would have a lot better 
chance of prevailing had the president not folded 
after the election and said he, too, favored limited 
tax cuts so long as they were paid for. It turns 
out now that the voters he was trying to propiti- 
ate are saying they would rather have the deficit 
cut. What a lost opportunity for Mr. Clinton. 



